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. Since the production faciliiles of the pation have become the property of
the people, it is vitally important that complete and detailed plans be drawn
up 80 that industry can fulfili fts role in the over-all economy of the mation.
This sort of plamning is ccuplelely new but it is necessary; therefore, a study
of planning procedures and the establishment of several levels of planning
work is the duty of our top nen in industrial nmanagement.

A. Structural Organization of Planning Work

The following chart shows the organization of planning work:

Stage 1 Stage 2 Stage 3
stage 1

Planning for National State Operated Industries
!

Economic Planning for Industrial Ministries
l

!
Economic Planning for the Various Special Industry Bureaus

L T
Planning for the Ind%vidual Enterprises
! l

Finance Basic Marketing Cost Raw Materlal Labor Prodiction
Reconstructi-n Supply

Plann‘ 1g can be divided into three stages, as follows:

Stege One 1s the tranemittal of directives and requirements of the higher
plenning group down to the lower units, To draw up an organized plan on &
nationwide scale, the central planning buresu sends the directives and re-
quirements to all ministries concerned. The directives are thus transmitted
in turn to each pertinent subordinate unit.
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Stage Two 1s the reverse of Stage Ore. Each subordinate unit draws up its
Plans and submits them to the group immediately superior. This group combines
the plans of its subordinate units angd presents the combined plan to the next
higher group,

Stage Three is the transmittal of orders and proclamations from the highest
to the lowest unit concerned. For exatiple, after having approved the combined
plans of all the aegencies, the Cential People 's Government sends these plans
out as orders which are binding on all agencies down to and including individual
enterprises.

From this ve can see that the individual enterprises are the basic units
putting national plans into operation. For this reason plans on this level
must be careful and realistic, and the enforcement of orders at any level must
be absolute.

B. Factors in TIndustrial Economic Plamning

Over-all industrial economic planning consists of seven major factors. It
includes all the production and reconstruction features of the entire economy.
These factors are as follows:

1. Production

Produetion planning is the heart of an over-all plan and must be fixed
before the other parts of the plan can be taken into consideration. Production
planning includes techniques and quotas of production, utilization of vroductive
installations, type and quality of production items, monthly ang quarterly pro-
duction figures, and techniques for handling completed products,

2. Labor

In any production plauning, labvor planning is one of the first considera-
vions. It is impossible to devise over-all productivn planning in which strict
attention is not paid to the organization of labor and the increase of labo, fiyeld
ductivity. fThis planning consists of fixing quotas for labor productivity, fix-
ing working hours for the laborers, vage planning, classification and chenges in
workers and wages, and arrangements of workers tenefits,

3. Raw Material Supply
This ie the material basis for over-all production plaoning. Raw
material supply includes quotas for raw material consumption in unit production,
scheduling of raw material supply determination of necessary amounts of secon-
dary materials reserve, fixing of supply of semifinished products, fixing of
amounts of fuel, electri~ity, and water, arranging for the supply of tools and
machinery, and planning on the source of supply for materials.

4, Cost

Cost planning points out how to organize labor, how to utilize pro-
ductive power, and how to fulfill the actual conditions of the production goals.
It includes planning the standard amounts per production unit, the experditures
i for materials and wages, expenditures for secondary materials, fuels, and utili-
ties, determining property depreciation, determining responsibility for indirect
expenses, and fixing the planned cost for the unit of production. Cost planning
is a general expression of the production plan, the labor plan, and the plan for
supply of raw materiasls. For this reason, rise or fall of the planned cost 1s &an
indication of the production achievements of a give:x industry. Thus there is
. some Jjustification inapplying the term of general production planning to the
4 combined production, labor, and rav material supply plans.
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5. Marketing

This 15 a blueprint for felling the item produced. It includes the
categorization of items already produced, determination of their amounts and
prices, attaining a balance between production and sales, planning the coordi-
nated marketing of the commercial item, and planning the receipts and surpluses
of the industry,

6. Basic Reconstruction

This includes all the important features of the national industrial
economic planning except those aspects of the plen which have already been
ennumerated above. Included in the scope of basic reconstruction is any form
of construction which can increase productive power, whether it be new con-
struction, recovery of old construction, improvement, or expansion of existing
construction. The first items under this form of plemning are a full listing
of ell engineering projects and their budgets, detailed contents and progress
plans of ail engineering, direct and indirect selaries and wages, requirements
for major and secondary materials, and planning for other indirect expenses.

7. Finance

This is the over-all budget connected with production and basic recon-
struction. It expresses the efficiency of production as well as the receipts,
expenditures, and results of basic reconstruction, This planning includes pro-
duction recelpts and disbursements, receipts from sales, production profits,
source and regquirements for circulating capital, budgeting of fund expenditures,
and scheduled payments and sources for basic reconstruction investments, In this
magner a general plan is drawn up for the finar.ial receipts and expenditures.

C. Methods and Procedures for State-Operated Industrial Enterprises

First, the actual formulation of the prlan s not as g wordy report but as
an orderly and connected form proceeding from step to step. Plans for the indi-
vidual enterprises are filled in on charts used by the enterprises. These plans
are then transmitted to the various bureaus of special enterprises. Next, each
bureau draws up an inclusive plan based on an analysis of these plans from the
individual enterpriges. These inclusive plamsare then forwarded to the minis-
tries. There the plans must pass examination and receive the approval of the
pPlanning office of the ministry and of any ministry concerned, The result is
drawn up as the comprehensive plan for the ministry.

The ministry plan €0es to the Committee of Finance and Economics where the
Central Planning Bureau draws up the National Economic Plan for State-Operated
Enterprises. The plans drawn up at each stage of this process are entered on
forms drawn up by the immediately superior Eroup based on all the requirements
of that grour plus the requirements and regulations of all the organizations
higher in the scale. It can thus be seen that the plans of the individual en-

terprisesare drawn up on the basis of the over-all plans of the ministries.
Before formulating a plan, each industry must do the following things:
1. Set up Technical Rules and Regulations

Regulations are to be drawn up concerning each production unit within
the enterprise, exact vorking schedules based on the equipment and the work re-
quirements, guality and quantity requirements of raw materials, semifinished
goods, and finished products, and the various items to be considered important
in the operating procedure. These rules and regulations become the production
orders of the worker and are the important content in hic study of his work.
With this as a basis, it will be possible to eliminate the biases arising from
the production competitions anpd the drives for new records and new quotas.
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2. Determine Technical Production Quotas Through Amalysis of A1l Production
Indexes

In this context production index shall refer to calcy “ions and com-
parisons made on the equipment capacity, power, working time, p. .duction rate,
consumption, and quality requirements of all the related industries, Calcula-
tion of the production index includes the following steps.

a. Technical Economic Index, The highest standard shall be determined
by an eng neering calculation of the productive power and the possible potential
of all equipment.

b. Working Time Index. The apparent working time index is der d by
subtracting machine repair time and idle periods from calendar time. Actual

¢. Index of Production Equipment Utilization. This is a calculation
of production efficlency on the basis of production equipment potential and
work achievement.

d. Lebor Index. This is & calculation of the number of workers neces-
sary for eech unit of production equipment sang the amount of material needed per
worker. It also shows the stage of mechanization of the total labor force,

e. Consumption Index. The consumption rate of each unit of production
is calculated on the basis of the over-all consumption rate. This will include
the consumption of raw materials, secondary materials, fuel, electriec pover,
water, steam, and lsbor. It will provide comparative figures on each working
section and on each production unit,

f. Quelity Index. "he fixeq guelity of production ftems will be based on
internationsl standards and national legal standards as well as chemical and
physical analyses of materials and items. & set ratio of rejects will be deter-

mined. Statistical comparisons will be made chronologically and in terms of the
individual sections.

On the basis of the above indexes it is possible to compute the technical
economic quotas.

3. Formlating Plans for Individual Enterprise on Basis of Technical Economic .
Quotas

The sum total of the quotas listed above is the technical economic
guota, This is & legal standard. After fixing these quotas, each enterprise
must forvard them to the higher organs for approval. Enterprise plans are for- f
milated on the basis of these quntas,

D. Examination and Supervision of Execution of Plan

: Each level in the planning process is bound not merely to formulate plans
N but also to oversee the execution of the plans. Strict attention must be paid
to progress in handling the rlan by the masses to difficulties and Fluctua-
tions to changes and corrections inthe plan, and to scheduled progress reports, '
In this way assistance may be given to the units carrying out the plans., During

the operation of the plan every effort must be made to increase the activities

of the responsibile personnel, to improve their understanding of the Purposes of

the pla1, and to stimulate them to higher goals and new recoras,

e The specific points to be enforced aud inspected are (1) an efficient
e bookkeeping system and (2) a regular i.spection system. Actually, an inspection
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system can do no more than make up the deficlencies
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of the bookkeeping system and

mst at all times rely on the bookkeeping system. An efficient bookkeeping
system starts in the smallest section and passes up through the bookkeeping unitg
of all levels, It keeps close tabs on a1l the activities and reports them to

the higher levels in collated form, All units mist adhere to t
quirements and be on time in the handing of the information req
mst also ask guestions and make observations which can give th
a true picture of conditions existing on lower levels and permi

ad justment to changing situations.

The methods described here apply only to state
are still a great pumber of private enterprises ang

economic reconstruction,

- END -
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8 8y “em would lead to confusion, blind competition,
to the people's economy. Therefore, it is important
conferences to increase the cooperation batween publi
and teo strengthen the Zovernment leadership gver the
aspects of the national economy. This wil) facititat
mit all ecénomic activity to fit more closely into th

he bookkeeping re-
uired. They

e higher levels

t & more rapid

-operated enterprises. There
gricultural pro-
complete absence of such
and other practices harmful
that we call a number of

Cc and private enterprises
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